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M
ainland China is the only socialist country virtually free from foreign debt, its currency ranks among the most stable in the world and Peking displays a definite aversion to Western trade credits. This is a most unusual mix for a country the size of Mainland China and with its comparatively underdeveloped industrial structure. 1 This attitude is all the more surprising because Western trade credits are readily available to Peking, at conditions which would make less creditworthy borrowers, like Uganda, cringe with envy. As an official of the National Westminster Bank put it: "Our experience has shown that the Chinese are non-committal on the subject of medium and long-term credit -as a country they prefer to deal on a cash basis." 2 Even though rumours persist among optimists that Western trade credits will become more acceptable to Peking the evidence contradicts such rumours. Just a few months ago China imported a cold-rolling mill from Germany at a price of DM 650 ran. This was a major import contract but again the Chinese have kept to their principle of not entering into debt with foreign countries and the plant is being paid for on delivery. 3 This principle of not getting into debt with foreign countries is undoubtedly an intriguing one and merits closer analysis. Recent pictures of Chairman Mao show biology at work, as the Economist euphemistically put it, and it is widely believed that major changes Brief, China, in: Asia Research Butletin, June 30, 1975, p. 94. in the foreign policy of China might be imminent when he dies. 4 This paper therefore in particular is trying to establish whether or not the above principle of abstinence from readily available trade credits has roots other than Chairman Mac's known xenophobia to any dependence on outside interests. Phrased differently the question is whether autarky will remain a central national policy goal in Peking after the present ruling group of men relinquish power.
Autarky
It may be wise to note carefully the assessment of the American Deputy Assistant Secretary for the Far East, M. Green, that the outside world has little leverage on the course of development in China because it is tightly controlled by a small group of men singularly impervious to ideas from abroad. Most vital to note is Green's description of the common bond that welds the seventy or so top Chinese leaders together. Green pertinently stresses that these Chinese leaders have together "gone through the cruel and annealing experience of the long march, the Yunan Caves, and the struggle against the Japanese, the Chinese Nationalists and the United Nations in Korea. These are men who have grown tough and hard and intransigent in the course of this long struggle. They are men who are dedicated Maoists, who are Sinocentric in their outlook, and whose suspicions and inherent xenophobia have been fed by deep resentment of the indignities which China suffered at the hands of the West in the 19th century. In the course of this long common struggle the leaders of Communist China have experienced what in their eyes has been a triumphant success, FOREIGN TRADE and this flush of success has contributed to the absolute certainty they feel that the course on which they are embarked is the onIy one for China. They have a monumental conviction as to the rectitude of their position." s In the museum in Yunan the box of writing ink used by Chairman Mac in 1937 is preserved and on this box he inscribed "strive for autarky"; a policy position of seeming unaltered validity in Peking today. Pundits on China assert that Mac genuinely believes that he can virtually remould the whole nation in his own image, that he can transform the Chinese people into 700 mn miniMaos. 6 Should the Chairman indeed succeed in this rather herculean undertaking, then autarky would truly remain an unalterable tenet of Chinese foreign policy for ever after. If Mac, however, fails in his transformation efforts, then the new leader who succeeds him might adopt a more relaxed attitude on foreign trade credits -if there are no considerations other than Mac's personal message not to strike a bargain with the West.
Whatever the decision of Mac's successors, it must be mentioned that autarky is a viable policy for Mainland China because all essentials to keep the country going can be produced by one of the diverse provinces of this continental-scale country. 7 Foreign trade is not, nor will it ever be, a matter of grave economic significance for Peking -quite different from, say, Germany with its extremely high degree of dependence on international trade. Peking's interest in foreign trade extends in principle only to procuring advanced technology that is not available from within its borders, but nevertheless essential to fulfil the nat!onal economic plans. Foreign trade, if valued in Yuan at the exchange rate quoted by Peking, accounts for a meagre 5--6 p.c. ot Mainland China's gross national product. I! one takes the US dollar as the basis for these computations, then Peking's foreign trade accounts for 2 p.o. of its GNP only. Peking can Quite ~egitimately regard itself as truly self-sufficient, e Furthermore, as in other socialist countries, Peking can easily control its foreign trade because only state-owned trading houses are licensed to deal with foreigners. The eight specialized state trading houses are kept on a very short leash by Peking.' As foreign trade also involves hard currencies, which can be obtained from Peking only, the net of con- 
FOREIGN TRADE
Abroad, China has pursued a trade policy of buying only as much as it sells and, as far as possible, not allowing one supplier nation to gain overwhelming dominance." The result is that Western traders are falling over one another to offer Peking credit facilities which it serenely rejects. As Hawtin puts it: "One of the hardest nuts for exporters to crack has been China's approach to credit." Hawtin felt that as of late this rigidity might be "softening" but is quick to add that "softening" in this context only means that China will consider deals allowing the normal short-term credit, such as 90 to 180 days that are standard practice for most of the world trade. ~5 Credit purchases in the real sense of the word are out for Peking and even after Mao's death the key experience with Russia is going to be remembered well by his successors. It fits logically into this political landscape that Peking should be very interested in good relations with the nine members of the EC. The Common Market is of interest to Peking also on purely trade grounds because the EC is "China's second largest trading partner after Japan. It is the third biggest export market for China after Japan and Hongkong and the second biggest import supplier to China after Japan. Perhaps more important than the totals of imports and exports is the fact that China... successfully converted a trade deficit with the EC Nine into a substantial surplus." Peking furthermore appreciates that the EC provides a well diversified market and that the commercial interchange is not therefore uncomfortably intertwined with the ups and downs of any particular European industry. In fact, "China sells a wide variety of traditional raw materials and modern manufactures to Europe, of which textiles, canned and preserved foodstuffs, raisins, ceramics, bristles, feathers, tungsten and handicraft are among the most important. In return the Chinese buy chiefly machinery and transport equipment, special steel products, non-ferrous metals and diamonds, grain, chemicals and bird's eye view of the essentials that are of interest in the context of this paper. Table 2 illustrates that, on average, Mainland China ran a trade surplus and was able to build up a sizeable cushion of foreign exchange 23, referred to above. The main sources of this foreign exchange surplus must now be identified and commented upon.
Relationship with the EC

The Main Sources of Foreign Exchange
Most of Mainland China's foreign trade contracts are negotiated at the Chinese Export Commodities Fair which is held twice a year. Businessmen of over 90 countries attended -strictly by invitation only. 24 In these foreign trade contracts the Chinese, however, attempt to balance their exports and imports as far as feasible with each country concerned, as outlined above. 
Once only Purchasing Practice
This malpractice -at least in the eyes of Western industrialists -cannot simply be seen as an aggressive policy to nurture indigenous design and engineering capabilities, but runs much deeper. 2~
The following self-explanatory description of what is going on was given in a recent Asia Research Bulletin, where is was stressed that "China has always adopted a policy of a 'once only' purchase from which other similar plants can be 'home grown' as part of China's policy of self-reliance and self-sufficiency. Good examples of China's technique are two steel mills, one hot and one cold, sold to China a year ago by Japan and West Germany, respectively, at a cost of about US$ 200 mn each. No-one is ever likely to sell another steel mill to China, although these two mills represent only a fraction of China's ultimate requirements, but it can be confidently asserted that subsequent mills will be 'home grown'. It has become an established Chinese practice to prolong negotiations with foreign industrialists in order to acquire Western and Japanese technology, until all the necessary technical data have been harnessed to ensure that the technology is of the highest standard, and that it is capable of adaptation to Chinese conditions. A deal can only move towards a successful conclusion if all the necessary technology is transferred to the Chinese purchasers during the course of negotiations, or guaranteed during plant construction. The level of technology and the quality of the plant are usually of greater concern 27 A. Rowley, Hongkong, provider of hard currency, in: The Times, op. cit., p. VI. 2s J. B a r a n s o n, Technological improvement in developing countries, in: Finance and Development, Vol. 11, No. 2, June 1974, p. 3. to the Chinese than the final price. The overriding concern is to secure the technology behind the equipment and thus ensure the means of replication. The 400 or so Chinese technicians about to be trained in West Germany and Japan will assuredly master every detail, every nuance of modern steel making." 29 This malpractice of replication will have to be discussed with Peking before truly long-term improvements in foreign trade relations can become a reality; an improvement the EC Commission seems set to try for.
Epilogue
Foreign trade with Mainland China looks all set for slow but steady expansion; with Hongkong ready to provide the base for credit deals if trade credits ever become acceptable to Peking -the Bank of China in Hongkong in any case has all the required facilities ready to go ahead. 30 More likely, however, Peking will continue its abstinence from foreign trade credits which are seen by Mao and his probable successors as a first and fatal step to renewed dependence on outsiders who may abrogate their commitments in the same rude manner the Russians did in 1960. The foreign trade of Mainland China is bound to continue to be treated as an appendix to the national economy only and autarky can be expected to remain the key word in Peking in the foreseeable future. 31
All those who work themselves into euphoria about the "potential" of Mainland China as a market for their products -and there are quite a number of such optimists around -should take careful note of the most pertinent warning by D. Bonavia that "the idea that China is the largest consumer market in the world is misreading for the purpose of foreign trade. China regards herself as an underdeveloped country. She does not intend to spend substantial amounts of foreign exchange on importing consumer goods, since her own light industries are capable of making most things she considers necessary." 32 As a closing thought one should mention that Mainland China is believed to have significant potential as an oil producer -with oil-hungry Japan as a secure market right at its doorstep. Should this oil bet come off, then all the aforesaid might have to be radically reassessed; irrespective of who follows Chairman Mao. Oil has changed many things in the world and it may just do the same for Mainland China. 
